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pent-up demand was released into the
economy as consumers emerged from
their covid caves. Consumer spending
picked up somewhat (+3.1%) but is down
considerably from double-digit growth
in the first half of 2021. Residential
construction was flat, and non-residential
construction expenditures fell at the
annualized rate of 9.4%. Exports (+24%)
and imports (+18%) increased notably
while federal government spending fell at
a pace of 4%. GDP growth through 2022 is
expected to be about 3.3%, which is lower
than previously anticipated because of
continued supply chain challenges, higher
inflation, and labor market shortages.
In a move signaling a shift in monetary
policy stance, the Federal Reserve will end
its purchases of Treasury and mortgagebacked securities in March, paving
the wave for three to four interest rate
increases in 2022, including the possibility
of an unusual one-half percentage point
increase in one of its steps. Concerns about
inflation are being more widely voiced
inside the Fed and in public statements by
Fed officials. Consumer inflation hit the
highest rate in 40 years at 7.5% in
January 2022.
On the supply side of the economy, the
producer price index increased at an
annual pace of 9.7% in January 2022,
reflecting continued increases in the
cost of inputs and snarls in the supply
chain. Energy costs are up 30% while
construction materials costs are up
24%. Logistics costs (transportation and
warehousing) are up 16% from year-ago
levels.
Both the consumer and producer gauges of
inflation are expected to remain elevated
until easing in the second half of 2022.
Mid-year estimates for consumer inflation
are about 5%.
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Region Poised for
Normalized Growth
The Savannah area business forecasting
index massively surged 8.1% (37%
annualized) during the fourth quarter.
The leading index increased to 172.3 from
159.3 (revised) in the previous quarter. The
gain primarily reflects improvement and
normalization in the labor market.
With respect to the labor market, the
number of initial claims for unemployment
insurance (UI) plummeted for the second
consecutive quarter, falling 58% after a 68%
decline in the previous quarter. The sharp
declines followed termination of Georgia’s
participation in the federal government’s
supplemental unemployment insurance
benefit program in late June and the end of
the federal supplemental program in early
September (See chart above). Monthly new
claims for UI fell to 630 from 1,500 during
the previous quarter. Accordingly, the
seasonally adjusted unemployment rate fell
to 2.3% from 2.8% in the previous quarter.
The unemployment rate was 5.8% in the
fourth quarter of 2020.
In the housing market, the seasonally
adjusted number of single family homes

permitted for construction fell 16% after
a 20% surge in the third quarter, falling
to 590 units from 698 in the previous
quarter. For comparison, the number of
permits issued per month has averaged
584 since early 2019. The average valuation
per single family unit, however, increased
10% to $263,000 from $239,000, reflecting
increased input prices and increased
demand amid the seller’s market in
regional real estate. Note that permit value
does not include cost of land.
The surge in the forecasting index was
anticipated given the trend in UI claims
and, thus, is not interpreted as a signal of
an overheating regional economy. Nearterm (six months) prospects for growth
in the Savannah metro economy are good
for sustainable, but slower, growth. This
is mostly because the employment base
now stands 3% higher than before the
pandemic. Tightness in the regional labor
market will limit employment growth, and
its trajectory will return to its long-term
expansionary trend. Continued strength
in the logistics industry along with land
development and, with the return of
the business traveler in 2022, continued
recovery in the tourism industry, will
support the regional economy

A Note From the Analyst
The Economic Monitor is available by email and at the Center’s website
(research.georgiasouthern.edu/big/big-programs/cbaer/). If you would like to receive
the Monitor by email, please send a ‘subscribe’ message to CBAER@georgiasouthern.edu.

About the Indicators
The Economic Monitor provides a continuously updated quarterly snapshot of the Savannah Metropolitan Statistical Area
economy, including Bryan, Chatham and Effingham counties in Georgia. The coincident index measures the current economic
heartbeat of the region. The leading index is designed to provide a short-term forecast of the region’s economic activity in the
upcoming six to nine months.
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